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As the result of the changes brought about by the War in the position 
of the agricultural labourer in Great Britain and Ireland, renewed interest 
is being taken in the application of profit-sharing to agriculture. It is 
being advocated by those who are desirous of avoiding a struggle between 
employers and workers in agriculture because they fear that it would be 
destructive to production and who are of opinion that the creation of 
small holdings, in which practically no hired labour is employed, cannot 
afford a complete solution of the problem. 



§ I. The CASE for profit-sharing. 

The case for profit-sharing was well stated in an article which appeared 
in the Edinburgh Review in January 1919 and we think it well, for the read- 
er's information, to give a summary of the points of the writer's argument 
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without ourselves expressing any opinion in regard to their soundness or 
otherwise. 

In fixing minimum wages for agricultural labour, the Agricultural 
Wages Board were instructed by the Corn Production Act to have regard 
to the cost of living, but already both employers and men are appealing 
to another criterion — the returns that farming produces. Masters talk 
about the wages that the industry will bear ; the men are thinking of a 
greater share in the profits. But farming (the writer of the article ar- 
gues) is not a standardized industry like cotton-spinning, and in the ab- 
sence of any scientific method of determining wages, we are driven back 
on the old give and take method, with the organized men pressing foi 
more and the equally united farmers resisting all demands. ' Trade unions 
are now established in agriculture, but it is not an industry suited to reg- 
ulation by trade union methods. A strike lasting for a few weeks, even 
for a few days, will ruin a harvest ; a stockyard cannot be closed down like 
a mill ; cattle will be injured or killed if their milking or feeding is interrupt- 
ed. In any well chosen dispute the, farmer must yield. The remedy he 
can use will be to retire from the busineess and thus small holdings, single 
man businesses, are likely to grow as the trade union movement strengthens 
in agriculture. Small holdings are advocated not only for their social val- 
ue, but as directly increasing the productivity of the soil. This opinion, 
however, rests upon a misapprehension. A small holder must produce 
intensively in order to live, but a large holding may also be worked on 
the same intensive system as a small one. The returns per acre depend 
upon the style of farming and whatever the style may be that return ought 
to be larger with the organization of labour, machinery and materials which 
is only possible under large scale management. It is generally admitted 
that small holdings are not suited to the growth of corn and the raising 
of cattle, and, apart from the fact that all the land cannot be put to market 
gardening or fruit-growing, even these latter industries can be more effi- 
ciently conducted upon a large scale than upon a small. The creation of 
small holdings cannot, therefore, be the general solution of the rural pro- 
blem, the universal method of satisfying the agricultural labourers' demand 
for a proper footing. What other alternative is there (the writer of the 
article asks) to a continuous and destructive warfare between masters 
and men ? 

State regulation of wages, on the one hand, and of prices, rents and 
farmers profits on the other, the writer excludes as a permanent solution. 
The ultimate result (he argues) would be either that the masters would 
leave the business or that the men would be beaten back to the sort of 
position they endured before the War. The true alternative is to give the ' 
worker a share m the profits over and above his wages and to make him 
^partner m the enterprize. The object is twofold — to ensure that what 
the land produces shall go to those who earn it and yet to prevent the in- 
dustry being broken by an excessive wage. 

Such is the argument upon which the writer quoted bases his advocacy 
of profit-sharing m agriculture and it is typical of the arguments which 
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are being put forward at present in its favour. Opportunely, at a moment 
when the question is attracting so much attention, the Ministry of Labour 
ias issued a " Report on Profit-Sharing and Co-partnership in the United 
Kingdom, " and this report, though in the main devoted to profit-sharing 
in industry, contains an account of the cases in which profit-sharing has 
been applied to agriculture, 

§ 2. Types of profit sharing schemes. 

The Report explains at some length what meaning is attached to the 
-expression " profit-sharing. " Briefly, it is taken to involve an agreement 
between an employer and his employees whereby the latter receive, in ad- 
dition to their wages or salaries, a share, fixed beforehand, in the profits 
of the undertaking. Emphasis is laid on the words " fixed beforehand, " 
and the definition therefore excludes many forms of payment to workmen 
"which are sometimes loosely called profit-sharing, notably the following 
forms — (i) " premium bonus, " " output bonus " or other rewards propor- 
tionate to output, or to an increase of output, irrespective of the general 
financial results of the business, and (2) gratuities pure and simple given 
at the absolute discretion of the employer and upon no pre-arranged basis. 

With this limitation, the prevailing types of profit-sharing schemes 
are classified as follows. 

1. Schemes in which the bonus is paid in cash. 

2. Schemes in which the bonus is credited to a savings or deposit 
account from which deposits can be withdrawn at short notice. 

3. Schemes in which the bonus is paid to a Provident or Superannua- 
tion Ftmd. 

4. Schemes in which the bonus is invested in the capital of the under- 
taking. 

5. Schemes in which the bonus is partly paid in cash and partly 
■credited to a savings or deposit account from which deposits can be with- 
drawn at short notice. 

6. Schemes in which the bonus is partly paid in cash and partly 
paid to a Provident or Superannuation Fund. 

7. Schemes in which the bonus is partly paid in cash and partly in- 
vested in the capital of the undertaking. 

8. Schemes in which the bonus is partly credited to a savings or de- 
posit account from which deposits can be withdrawn at short notice and 
partly paid to a Provident or Superannuation Fund. 

The cash bonus schemes are not all alike, but include the following 
diverse methods of payment : 

(a) Bonus paid unconditionally in cash. 

(b) Bonus paid in cash, but employees may leave bonus on deposit 

with the firm. 

(c) Bonus paid in cash, but special facilities given to employees 
to subscribe for shares in the employing company. 
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(d) Bonus paid in cash, but employees have the option of taking. 
part of their bonus in shares. . ' 

(e) Bonus paid in cash, but employers reserve right to pay m the 
form of shares in the business. 

(/) Bonus paid in cash, or may be invested m a Provident i-und 
established by the firm, at the option of the employee. 

[g] Bonus paid in cash, or credited to a Trustee account for the pur- 
chase of shares, at option of employee. 

(h) Bonus takes the form of interest on deposits, varying with the. 
rate of dividend on capital ; this bonus is paid in cash unless the employee 
prefers to leave it on deposit with the firm. 

(i) Bonus takes the form of dividend on shares issued gratuitously, 

(j) Bonus is that portion of the dividend on shares held by employees 
which represents the advantages given by the firm to employee-shareholders 
over shareholders among the general public. 

We shall see which of these types are represented amongst the 
various existing or abandoned schemes of profit-sharing of which the Re- 
port furnishes particulars. 

§ 3 Existing schemes of profit-sharing in agricultitre. 

Only eight schemes of profit-sharing in agriculture^were known to the 
author of the Report to be in existence. The following are the names, 
and addresses of the employers with such particulars as are given in the 
Report. 

1. Fidler and Sons, Royal Berkshire Seed Stores, Reading. — This 
firm, which is engaged in seed and potato cultivation and in farming and 
also acts as potato salesmen, adopted a scheme of profit-sharing in 1885 
but no particulars are available. 

2. Lord Rayleigh, Terling, near Witham, Essex. — Adopted a scheme, 
of profit-sharing in 1908. Average number of permanent employees 
during the twelve months preceding the declaration of bonus in 1918, 280. 
Maximum number of casual employees, 30. ISi umber of employees par- 
ticipating in 1918, 161. Bonus credited to a savings or deposit account 
from wich deposits can be withdrawn at short notice. Deposits to the 
amount of £6,477 ^^^^ "h-eiA by 161 employees. 

3. Strutt and Parker [Farms) Ltd., Whitelands, Witham, Essex. — 
Adopted a scheme of profit-sharing in 1908. Average number of per- 
manent employees, 300. Maximum number of casual employees 30. 
Bonus credited to a savings or deposit account from which deposits can be 
withdrawn at short notice. Deposits to the amount of £6,977 are held 
by 66 employees. 

4. Wilkin and Sons, Ltd., Tiptree, Essex. — • This company are fruit 
growers and jam manufacturers, having nine farms and a factory at Tip- 
tree, Essex, and in neighbouring villages. They employ from 220 to 320 
Workpeople, viz., men, 120 to 150 ; boys, 30 to 50 ; women and girls, 70 
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to 120. Fruit pickers (about 700) whose labour is seasonal, and for quite 
short periods, are excluded from these totals. 

The company have paid a bonus to their employees since 1898, but 
except in the case of foremen, this was not at first on a strictly profit- 
sharing basis, the bonus to ordinary employees being such sum as the com- 
pany thought fit. The bonus was paid to employees both on the farms 
and in the factory, but, until the year 1912, the profits of the two depart- 
ments were calculated separately, and in some years a bor,us was paid 
in one department and not in the other. From 1912 onwards, however, 
the bonus was based on the results of the whole business. This scheme 
came to an end in 1917, being superseded by a pension scheme on a pro- 
fit-sharing basis. At the present time the company have this pension 
scheme in operation and also a shareholding scheme. It is to the pension 
scheme, however, that the company attach by far the most importance. 

In March 1910, the company introduced a scheme whereby employees 
were enabled to become owners of special shares, called " employees' 
preference shares. " These formed part of the company's authorized 
but unissued capital, each £10 share, however, being divided, into ten £1 
shares to facilitate their purchase by employees. Employees' preference 
shares may be held only by (i) persons in the employ of the company or 
(2) employees who have retired on a pension or (3) persons specially 
authorized by the directors. This last term includes any club, society 
or fund designated to hold such shares. The term " employee " includes 
any officer, manager, foreman, clerk, or workman in the employ of the com- 
pany. Provision is made to prevent holders of employees' preference 
shares from selling their shares without the consent of the directors and 
then (unless the directors are unable to find a purchaser) only to such per- 
son as the director may designate. In any case they cannot be sold to 
an outsider, or, if held by any such person, they carry no dividend. 

The shares are under the control of the directors " who may allot 
or otherwise dispose of the same to such persons, at such times, and on such 
terms, as the directors may think fit ; and the directors may accept pay- 
ment for such shares by instalments, or in any other way they may 
think fit. " 

The shares carry the same cumulative dividend of 5 per cent, as the 
company's other preference shares " and in addition, whenever in any 
year the reserve fund shall exceed £5,000, the holders of employees' pre- 
ference shares shall be entitled to a further 2 per cent., making 7 per cent, 
for the year ; and whenever in any year the reserve fund shall amount to 
£8,000, then to an additional i per cent., making 8 per cent, for the year." 

The term " reserve fund " is defined as " the total balance of undivided 
profit left over at the close of any year, after providing for the dividends 
on the preference, ordinary, and employees' preference shares for that 
year. " The value of employees' preference shares held in February, 
1919 was £1,000. 

On 23 Jtme 1917, the company established a Trust, called the 
"Wilkin Provident Trust," for the purpose of providing pensions and 
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retiring allowances to employees or their widows and for other benevolent 
purposes. The funds of this trust consist, of the employees' half-share of 
the divisible profits of the company, i. e. half of " the amount (if any) 
by which the balance of the profit and loss account of the company for 
each year... shall exceed the amount required to pay 6 per cent, on the 
capital employed, " after making provision for all charges accrued, includ-. 
ing the share of the profits payable to directors and to the employees, 
and for rates and taxes, depreciation, etc. If the profits in any year are 
insufficient to pay 6 per cent, on the capital, the loss is carried forward, 
and deducted from the profits of the next or any subsequent year in which 
any divisible profit is available, before the half share payable to the trustees 
is calculated. 

The company issue three classes of certificates, viz., pension certifi- 
cates, retiring certificates, and special certificates. Pension certificates 
are intended to provide pensions at the age of 65, retiring certificates 
provide a lump sum on retirement, while special certificates are issued " on 
any other terms and conditions which may be expressed therein. " Pen- 
sions are payable to the widows of male holders of certificates who die 
before reaching the age of 65, or to female holders of certificates whose 
husbands have died. Provision is made for the cases of men (i) retiring 
before reaching the age of 65, or (2) desiring to remain in the company's 
service after reaching the age of 65. 

In certain circumstances a certificate may be cancelled or forfeited, 
e. g., in the case of an employee dismissed for misconduct. In such cases 
the surrender value of the certificate is paid into a common fund, called 
the Employees' Benevolent Fund, which is applied : 

(i) to the maintenance and education of the necessitous orphan 
children of deceased certificate holders ; 

{«■) to the assistance of necessitous widows of deceased pensioners ; 

(w) to the relief of the necessitous mother of any deceased certifi- 
cate holder who was formerly supported by such holder ; 

(iv) to the relief of any necessitous employee or former employee 
of the company ; 

{v) in payment of subscriptions to hospitals, convalescent homes, etc.; 

(vi) in any other manner approved by the directors of the company.' 
The sum of £1,743 Was paid under the Trust Deed in respect of the year 
1916, and the sum of £2,433 in respect of 1917. The number of holders 
of pension certificates is rather over 100. 

The company also receives sums on deposit from employees, on which 
5 per cent, interest is allowed. The total amount so deposited amounts 
to £700. 

The company report that their profit-sharing schemes have given 
satisfaction to themselves and to their employees, promoted harmonious 
relations between employers and workpeople and lengthened the average 
period during which their workpeople remain in their employement. They 
have never had any strike. 

5. Hasler and Co., Ltd., Dunmow, Essex. — This is a firm of com and 
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seed merchants who are also farmers. They adopted a profit-sharing scheme 
in 1910. The average number of permanent employees is 54. The num- 
ber of employees participating in 1918 was 48. The bonus is credited 
to a savings or deposit account from which deposits can be withdrawn 
at short notice. Deposits to the amount of £2,250 and ordinary shares 
to the value of £1,300 were held by 61 employees. 

6. [Name and address withheld from publication]. — A scheme of profit 
sharing adopted in 1911. Average number of permanent employees 31. 
Number of employees participating 23. The bonus is paid in cash. 

7. Wether all, Drake and Co., Ltd., St. Andrews, Guernsey. — This 
company is engaged in tomato growing. The scheme of profit-sharing 
adopted in 1913, has been suspended. 

8. Sir John Shelley-Rolls, Bart., Avington, Itchen Abbas, Winchester. 
— A scheme of profit-sharing was adopted in 1919. The average number 
of permanent employees is 53. The bonus is paid in cash. 

The Report also refers to the farm settlements on a profit-sharing 
basis created by the Board (now Ministry) of Agriculture in favour of ex- 
Service men. An account of these was given in the article on " Settlement 
and Employment on the I,and of Discharged Sailors and Soldiers in Eng- 
land -and Wales, " Which appeared in the Intet national Review of Agri- 
cultural Economics of October 1920 and has since been reprinted in 
pamphlet form. 

To these existing schemes of which particulars are given in the " Re- 
port on Profit-Sharing, " we may add an account of a profit-sharing experi- 
ment described in the North British Agriculturist of 16 September 1920 
by the farmer who tried it, Mr. M. H. Peeke. 

'' I am a farmer in a small way, " writes Mr. Peeke, " vithnone of 
my own kith and kin save my wife to help me on a farm of 400 acres, most- 
ly grass, in the heart of Surrey, about ten miles from the market town 
of Guildford. We lamb every year some 200 ewes, calve about 30 to 40 
heifers and cows ; aind in addition there are sows to farrow, mares to foal, 
and cows to milk twice a day. No practical farmer needs to be told that 
animals in breeding require constant watching and care, especially near 
birth, and that want of such attention may mean very heavy loss. Some 
of those who have been dealing with the hours of agricultural labour ap- 
pear to imagine that a farm can be run like a factory, and its operations 
regulated in like manner. This brings me to first reason for introduc- 
ing a profit-sharing scheme. Under the Act (i) my men can stop work 
on Saturday afternoon, and need not come again till 6 a. m. on Monday. 
If I want them to be on hand, I have to pay them the standard rates of over- 
time, for in the ordinary way it matters nothing to them whether the ani- 
mals lamb or calve successfully or the reverse. They get no benefit one 

(I) Mr. PEEKE is here referring to the Com Production Act, 1917, under which minimum 
wagesarefixedfordeterminedhours of labour. See theartide on '■ Minimum Wages for Agri- 
cultural I<abour in England and Wales " in the International Review of Agricultural Eco- 
nomics of August-September-October 1919. 
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way ; suffer no loss the other. But if I make them partners ? That alters 
the situation entirely. It is to their interest as much as it is to mine to 
■watch the animals at the most important time, to see that nothing goes 
amiss. They don't start haggling about hours and overtime, and doing 
reluctantly what they may have to do. They are there when most want- 
ed ; they are as keen as I am miself to see that the cows and ewes are 
all right. The fact of making your men partners with you in the nmning' , 
of your farm practically does away with the difficulties created for farmers 
by the eight-hour day, to say nothing of overtime questions. 

"There is nothing elaborate or intricate about my scheme. It is 
simplicity itself. I have arranged for certain men to become partners 
with me in my business. On my capital I am to reserve 6 per cent, inte- 
rest. In addition I like my co-partners, draw a certain sum agreed 
upon as wages for my services, and my wife also receives wages for the 
butter-making and for the other work which she does properly belonging 
to the farm. The men, as I have said, draw fixed sums as wages, and at 
the end of the year we share the profits remaining after the deduction 
of my interest. But — and here is the great advantage — I feel that I 
have now got my men by my side ready to fight with me instead of against 
me... I have had evidence already that they are studying my — and their 
— interests in a way that they did not do before, and that I shall get 
better and more effective work out of my labour." 

§ ABANDONED PROFIT-SHARING SCHEMES IN AGRICULTURE. 

Besides the eight existing schemes,. 15 other schemes, now abandoned, 
are known to have been in operation at one time or another. A large 
proportion were introduced and carried on by wealthy landowners or large 
tenant farmers for philanthropic reasons, the financial results being gener- 
ally very disappointing. Kine of the 15 schemes were started in the 
years 1882-95 and were therefore involved during a large part of their 
course m the acute agricultural depression that occurred at the end on the 
nineteenth century, and it is not surprising that profit-sharing under these 
circumstances was unsuccessful. 

As in the case of the existing schemes, so ?.lso for the abandoned 
schemes we give the names and addresses of the employers and such other 
particulars as are to be found in the Report. 

1. Lord Walhcourt, Co. Galway, Ireland. — Scheme adopted in 1820 
Bonus paid m cash. The reason for the abandonment of the scheme is 
not known. 

2. William Lawson, Blennerhasset, Cumberland. — Scheme adopted 
in 1866 and abandoned in 1872. Bonus paid in cash. The scheme was 
abandoned because of the sale of the farm. 

3- Lcrd George Manners, Ditton Lodge Farm, near Newmarket — 
bcheme adopted m 1871 and abandoned, owing to the death of the "em- 
ployer, m 1874. Bonus paid in cash. 
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4. Bolton Iving, Gaydon, Warwick. — ScJaeme adopted in 1882 and 
abandoned, owing to losses, in 1890. Bonus paid in cash. 

5. Earl Spencer, Althorp House, Northampton. — Scheme adoptde 
in 1886 but abandoned in 1897 owing to want of success. Bonus partly 
paid in cash and partly invested in the capital of the undertaking. The 
number of employees at the date of termination was 11. 

6. Earl Grey, Howick, Lesbury, Northumberland. — Scheme adopted 
in 1886, and abandoned in 1903 owing to the farms being let or on account 
of transition from one form of cultivation to' another. The bonus was 
partly credited to a savings or deposit account from which deposits could be 
vithdrawn at short notice and partly paid to a provident or superannua- 
tion fund. The number of employees at the date of termination was 85. 

7. John Boyd Kinnear, Kinloch, Fifeshire. — Scheme adopted in 1887 
and abandoned in 1905 on the occupation of the farm being given up. 
Bonus paid in cash. The number of employees at the date of termination 
was 24. 

8. Richard Binns, Lovelands, Reigate. — This employer who was 
engaged in fruit-farming, adopted a scheme of profit-sharing in 1888, 
and it was continued until 1899, when he went into liquidation. Up to 
1894 the bonus was partly paid in cash and partly paid into a provident 
or superannuation fund. From that year it was invested in the capital 
of the undertaking. The number of employees at the date of termination 
was from 11 to 13. 

9. G. Holloway, Temple Gutting, Gloucestershire. — Scheme adopted 
in 1890 but abandoned in 1892 on the death of the employer. The bonus 
was invested, in the form of loans, in the capital of the undertaking. 

10. Marquis of Hertford, Ragley, Warwickshire. — Scheme adopted 
in 1890 and abandoned in 1904 when the farms were ^et. Bonus paid in 
cash. The number of employees at the date of termination was 25. 

11. The Hon. T. A. Br assay {afterwards Earl Brassey), Park Gate, 
Battle, Sussex. — Schemes adopted on one farm in 1891 and on another 
in 1895. Both schemes abandoned in 1899 on the occupation of the farms 
being given up. On one of the farms the bonus was paid in cash ; on the 
other it was to have been paid partly in cash and partly in shares, but no 
bonus was in fact earned on this farm. The number of employees at the 
date of termination was 16. 

12. R. Binns and Son, Cross, near Axhidge, Somerset. — This-firm, 
who were fruit growers and nurserymen, adopted a scheme of profit-shar- 
ing in 1895 which was, however, abandoned in 1897 on the business being 
transferred. The bonus was partly paid in cash and partly paid to a pro- 
vident or superannuation fund. At the date of termination there were 
five employees. 

13. Sir Hereward Wake, Bart., CourtSenhall, Northampton. —Scheme 
adopted in 1901 and continued until 1916 when it was abandoned owing to 
the dissatisfaction of the employees with the results. The bonus was part- 
ly I aid in cash and partly paid to a provident or superannuation fund. 
The number of employees at the date of termination was from 500 to 700. 
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14. Paget and Alkebrook, Oldfallings Farm, Wolverhampton. — Scheme 
adopted in 1913 but abandoned in 1916 on the farm being given up.. 
Bonus paid in cash. At the date of termination there were 5 em- 
ployees. 

With regard to this scheme, Mr. Wilton Allsebrook Wrote, under date 
of March 1919 : " I have always been an advocate of profit-sharing and 
had hoped that it would make the pien more careful of their tools, imple- 
ments, etc., and more industrious, keeping better time, etc. But I must 
confess that, though I always on kept good terms with iny men. and they 
were always very grateful to receive their bonus at the time, I have never 
been able to observe any difference whatever in theii demeanour as affect- 
ing time-keeping and carefulness. They are too short-sighted. " 

15. Paget and Rhymer, Tytherington, Falfield, Gloucestershire. — Scheme 
adopted in 1914 but abandoned on farm being given up. Bonus paid 
in cash. 

§ 5 The bases of proeit-shabing. 

The accounts which we have taken from the Report do not indicate 
a basis of principle for determining what is the fair share for the employer 
and men respectively to take out of the profits. For a proposed basis 
we again turn to the article in the Edinburgh Review. 

" There are three interests, " says the writer of the article, " entitled 
to share — capital, management and labour. Pay each of them at market 
rates as nearly as they, can be found ; then divide any profits remaining^ 
according to the ppyment which have been made to the three interests^ . 
Capital, lepresemted by the farmer as a rule, will be paid, say, two per cent, 
over bank rate to represent the element of risk in the enterprize ; manage- 
ment — again the farmer — will be credited with the sort of salary at 
which a manager of that style of farm could be obtained, on an ordinary- 
large mixed faim something like ten shillings per acre per annum ; labour 
will receive the current rate of wages. These three outgoings would be 
added together, and the profits remaining would be calculated as a div- 
idend upon this total and distributed pro lata at so much in the pound 
on whatever has been paid on each interest... Farming is a fluctuating 
business and there must be years of no profits and even of losses to 
provide for. A first step must be to build up a reserve fund, and to that 
end 20 per cent, of the profits should be set aside and accumulated until 
the fund is equal to one year's normal pasonents to capital, managemet 
and outgoirgs... This fund should be invested in easily negotiable secur- 
ities outside the business so that it could be drawn upon in any year in 
which a call is necessary in order to make the dividend up to 20 per cent. 
In years in which a loss is incurred, i. e. when the receipts are not sufficient 
to pay the employer his 6 per cent, on the capital and his salary for man- 
agement, one-half of the loss may be drawn from reserve fund ; the other 
half should fall upon the employer. It is axiomatic that labour's rate 
of wages cannot be reduced below the standard to meet losses ; moreover. 
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capital is allowed a high rate of interest in consideration of the risk of 
occasional losses. " 

The writer further suggests that the labourer should be encouraged 
to invest his dividends in the business and that the dividends should be 
paid partly as a weekly addition to wages and partly as a lump sum at 
the end of the year. 

A similar basis is proposed in a scheme, to which considerable public- 
ity has been given. It was contained in an article contributed by Lord 
Robert Cecil, M. P., to the issue of April 1920 of the Scottish Journal of 
Agriculture, the official organ of the Board of Agriculture- for Scotland. 
The scheme, which was drawn up by some practical faimers in I/)rd Rob- 
ert's constituency, is as follows : 

" The problem to be solved in devising a scheme of profit sharing 
in agriculture is to find one that can be accepted by all parties as fair. 
" Some employers have divided among their workmen half the pro- 
fits, but why half, or any other arbitrary fraction ? The only satisfactory 
basis is to be found by accepting the principle of partmership to the full. 
" Who aie the parties, and what are the interests concerned in a part- 
nership to carry on farming ? I^et us suppose an employer and a number 
of men enter into an agreement to begin farming in partnership. First 
of all capital has to be found. A certain rate of interest has to be paid 
for the capital, a rate more or less settled by the money market, but con- 
sideration must be given for the extra risk involved in investing money 
in agriculture. The employer is going to conduct the business, and is 
. entitled to a certain salary as manager. Again his salary is more or less 
determined by market rates. Then the men have to be paid. There are 
market rates for their wages. Assume that the farm is hired, and that 
after all payments have been made, there are profits available : how shall 
they be divided ? On the partnership principle, the basis for division must 
be the services that have been rendered, the value of which has already 
been determined by the amount paid for them. The capitalist has been 
paid so much for his money, the employer so much for his management, 
the men so much for their labour. The profits should be shared out in 
the same ratio. 

" To take an example : a farm of 300 acres requires a capital of £4,500, 
the annual payment of interest on which at 7 per cent, amounts to £315. 
The manager' s salary is paid at £260 ; the labour bill (9 men at about 47s. 
per week) amounts to £1,100. The total entitled to participate in the pro- 
fits is £1,675 (interest on capital, £315, plus management £260, plus lab- 
our £1,100;, and if there is £167 los. profit to be divided, this will provide 
approximately 2S. in the pound to be paid out. Capital will receive £31 los.,. 
management £26, and labour £110. Each man receives 2s. for everjr 
pound that has been paid out to him in wages during the year. Some 
men, the foremen, carters and stockmen, will get more than others ; on 
the average the men will receive about £12 4s. each, equivalent to an 
extra 4s. 8d. per week. Under ordinary conditions the farmer is both, 
capitalist and manager, and therefore would receive interest, salary and 
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profits on bcth. In the example given his total return would amount 
tp £632 los. 

" It may be asked, where does the landowner come in : what share 
should he get ? None in the profits, because he is not a partner in the risk. 
He is getting his rent at market rates and the land, unlike the capital, i^ 
not impaired if the business does not succeed. If the farmer is also owner 
of the land, he is entitled to a rent for it, which represents a market rate 
on its capital value, but not to profits, because the security is so good. 
To return to the partnership analogy, the company might buy land and 
raise the necessary money by a mortgage or debentures at fixed interest. 

" If the bioad principle thus outlined is accepted, certain other 
conditions have to be provided for. 

" First of all, farming is a variable business in which the profits fluc- 
tuate considerably from year to year. A reserve fund must be built up 
to meet losses and for the equalization of dividends. 

. " To this end 20 per cent, of the profits should be set aside until the 
total thus accumulated reaches a fixed limit, equal to about a year 's average 
outgoings for interest, management and labour. In years when a loss is 
incurred, the reserve fund may be drawn upon up to 20 per cent, of the 
limit. 

" If this is not enough to meet the loss, still less to pay a dividend, 
the margin of loss must fall upon capital, which by hypothesis is being 
paid such a rate of interest as will cover the risk of occasional losses. In 
the example given, the rate of interest is set at from 7 to 10 per cent, with 
Covernment securities yielding 5 per cent. 

"Again, to make the scheme truly a partnership, the men should 
be encouraged to take up a share in the capital. The shares thus acquired 
will bear interest and a share in the profits. The owners of these shares 
may call for redemption at par at any time. They must be redeemed 
when a man leaves the farm or dies, and they may not be sold except to 
the employer. 

" The management, it is suggested,- shculd be remunerated, if at 
so much per acre, somewhere between 15s. and 20s. per acre, or if on wages 
paid, at from 20 per cent, to 30 per cent, on the total wages. 

"These wide margins are, it is believed, necessary owing to the 
varying degree of ability required — e. g. dairy farming versus simple com 
growing. 

" It must be clearly laid down that the manager has complete con- 
trol. He may dismiss men and pay such rates as he pleases to particular 
men, like foremen. But it will be well to have a small committee of the 
men whom he can consult, or from whom he can receive representation 
on such matters. This also encourages the feeling of partnership, and 
the chief economic advantages of profit-sharing are only to be obtained 
when the men themselves begin to feel some responsibility for everybody 
doing a good day's work. 

" The procedure may now be outlined under which an ordinary farm 
busmess may be transformed into a profit-sharing enterprize on this basis. 
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" A valuation is made of the amount of capital, live and dead stock 
tillage, etc., engaged in the business, which, with an assigned amount of 
working capital, will determine the capital on which interest is to be paid. 

" It is submitted that the method thus outlined fulfils the five essen- 
tials, of a profit-sharing scheme applicable to agriculture : — 

" (i) It piovides a just and defined basis of division of profits be- 
tween the three interests concerned — capital, management and labour; 
" (2; It enables labour to obtain an interest in the business ; 
" (3) It assesses on a fair basis the shares of different classes of lab- 
our — manager, sub-manageis, foremen, special men and ordinary 
labourers ; 

" (4) It is immediately applicable to an ordinary farming business 
with a minimum of legal formalities ; 

" (5) It encourages men, in their own interests, to do good work, 
and diminishes the need of supervision. " 

In these two schemes, a fixed rate of interest is paid upon capital be- 
fore the profits to be shared are calculated, but it also receives a share 
of those profits. The landlord, however, receives his rent, but no share of 
the profits. Unlike capital, the land is not considered a partner in the 
l)usiness, but a mere instrument to be paid for at the market rate. 

A scheme might conceivably be put foward in which the land was 
also treated as a partner, in which that is to say, the landlord received a 
bonus proportionate to his rent, ir the same way as the labourer received 
a bonus proportionate to his wages. 

On the other hand, schemes have been put forward in which even cap- 
ital is treated as an instrument, receiving interest at a fixed rate, but 
not sharing in the profits which remain to be distributed. A scheme of 
this type is given in the following paragraph. 

§ 6. A PRIZB SCHEME OF PROFIT-SHARING IN AGRICULTURE. 

In 1919, ten agricultural papers, at the request of Mr. James Ismay, 
of Blandford, Dorset, invited contributions of suggested schemes of pro- 
fit and loss shanng in agiiculture. Mr. Ismay offered prizes of £io for 
the best scheme submitted to each paper and a prize of £ioo to the author 
of the best scheme of the ten. The scheme which was awarded the £ioo 
prize was submitted to the North British Agriculturist by Mr. James Wyllie, 
a member of the staff of the Glasgow and West of Scotland College of 
Agriculture. The scheme was published in the North British Agriculturist 
of" 25 September 1919 and afterwards widely reproduced in other papers. 
'The Journal of the Ministry of Agriculture not only reproduced the scheme 
in its issue of 'December 1919, but in its issue of June 1920 published an 
article by Mr. Wyllie showing how the scheme would work out in practice. 
We think it worth while to reproduce both the scheme and Mr. Wyllie 's 
explanation of its working. 

The scheme was as follows : 

" I. Object of Profit- Sharing. — To improve the social, economic. 
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and geneial relationships between employer and employees ; to bring 
them to recognize that their interests are common and not antagonistic '. 
and thereby to increase the total annual income or earnings of both employer 
and employees. 

" II. Conditions Essential to Success. — (i) There must be no feeling 
of compulsion on either side. The employei must admit the employees' 
claim to she re in the profits as presently earned ; the employees must 
admit that the increase of profits which is expected to accrue under a suc- 
cessful scheme of profit-sharing will be due to better organization and man- 
agement on the part of the employer as well as to higher efficiency in the 
labour department and therefore that the employer is equitably entitled 
to share in such increase. 

" (2) There must be a proper system of accounting. 

" (3) Both employei and employees must follow the spirit as well 
as the letter of the scheme, and there must be no attempt on either side 
to snatch an unfaii advantage either in drafting the terms of the agreement 
or in carrying them out. 

" (4) The scheme should be as simple as possible, especially to begir 
with, on the principle that one is not so likely to give unqualified support 
to something which one does not fully understand. 

" III. Definition of Profit. — The term ' Profit ' shall be interpret- 
ed as follows :-^ In making up the Profit and Loss Account for the year 
expenses chargeable against the farm shall include inter alia, [a) the total 
wages, including the value of all perquisites, payments for overtime, har- 
vest-money, etc., paid to each employee of whatever kind ; (6) interest on 
the capital invested by the employer as shown by the farm balance sheet, 
(c) an allowance to the employer for ordinary work done on the farm by 
himself or by membeis of his family as well as for the work of organization 
and management — this allowance to be hereafter called 'employers's 
wages.' 

" IV. The farm shall be credited with {a) the estimated yearly value 
of the dwelling-house occupied by the employer and his household, and 
(6) the value of all farm produce consumed by the employer and his 
household. Income tax payable by the employer, as well as other 
payments of a personal nature, shall be exluded, but a fair allowance 
shall be made for depreciation on machinery and other equipment. 

" V. Employees' Wages. — Employees' wages shall on no account 
be lowered simply because are to share in the profit, and the wages 
of employees and employer shall rise and fall together. All perquisites 
shall be valued according to the scale adopted by the wages board foi the 
district in question. 

" VI. Interest on Capital. — - The rate of interest allowed on the 
employer's capital shall be based upon the curnent rate paid by first-class 
industrifl stocks or shares, or alternatively, as may be agreed, upon the 
current bank rate, plus one to two per cent. It shall be the duty of the 
auditors to see that the amount of capital on which interest is calculated 
is fair and reasonable, and in particular that stocks in hand are not over- 
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valued and that only such monies are included in the balance sheet as 
ate necessary for the proper working of the farm. 

" VII. Employers' Wages. — The employers' wages shall be based 
upon the salaries actually paid to managers of home and co-operative 
farms, etc., in the district in question, or alternatively, as may be agreed, 
upon a sum represerting 8 to 12 per cent, of the emplo jeers' capital as above 
determined. 

" VIII. The yearly value of the farm dwelUng shall be taken as it 
appears on the veluation roll, or, failing that, it shall be assesssed on the 
same basis as cottages included in the employers' perquisites. Similarly, 
aU farm produce consumed by the farmer and his household shall be assess- 
ed in the same way as where that produce is given as employees' perqui- 
sites. Ivocal rates shall be allocated amongst employees, employer and the 
farm according to the same principles as are implied in the above. 

'' IX. Employees Eligible to Share. — Only employees regularly en- 
gaged on the farm shall be eligible for participation in the profit, i. e., all 
employees engaged by the week, month, half-year or year, as well as re- 
gular day-workers, such as milkers. No employee shall be eligible who 
has not been in the service of the employer for a period of at least six 
consecutive months, but not necessarily full time. In the course of about 
five, years this period may be extended to twelve months. 

" X. Principle of Sharin-^ Profit. — The profit as above determined 
shall be apportioned as follows : 

" (i) Ten per cent, of the profit shall be placed to a reserve fund, 
subject to par. 11. 

" (2) The remainder of the profit shall be divided amongst {a) the 
employer, (6) eligible employees and (c) other employees in pioportion to 
the total wages paid to each class. 

" (3) The pioportion falling to the ineligible employees shall be added 
to the reserve fund. 

" (4) Before apportioning the eligible employees' share, two per cent, 
of the wage shall be added to each employee's wage foi each full year of 
service after the first. The final division shall be made amongst the elig- 
ible employees in proportion to the total wages as thus adjusted. 

" (5) The profit thus allocated shall be paid in cash. 

" xi. Reserve Fund. — A reserve fund shall be set up as stated in 
par. 10, but this fund shall not be allowed to exceed an amount to be agieed 
upon, such an one year's wages of employer and employees. If and when 
the reserve fund reaches the maximum the whole profit shall be appor- 
tioned and the amount falling to the ineligible woikers shall be divided 
equally between the employers and the sligible employees. 

" XII. In the Event of Loss. — In the event of the year's woikmg 
resulting in a loss, either (a) the loss shall be carried forward and no profit 
shall be divided until this loss has been made good or (6) the reserve fund 
shall be drawn upon to the extent of the loss, but no more, or (c) the re- 
serve fund shall be drawn upon to the extent of the loss, and also sufficiently 
to pay not less than 5 nor more than 10 per cent, on the wages of both 
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employer and employees — all according to the state of the reserve fund 
and by agreement. 

" XIII. Books to he Audited. — The accounts shall be audited each 
year by an auditor mutually approved by employer and employees and his 
decision shall be final. 

" XIV. Before any employee shall be eligible to share in the profits, 
he or she must agree in writing to the terms of the agreement as sketched, 
above. 

" XV. Notice to Terminate. — One year's notice shall be given by 
either party in order to terminate the agreement, and in the event of 
determination the reserve fund shall become the property of the employer 
as a measure of compensation for the risk he runs in having the agreement 
terminated, while the scheme shows a loss without having any reserve fund. " 
To his scheme Mr. WylUe appended the following notes : 

" (i) The term ' profit ' has been defined for the particular purpose 
in view. 

" (2) The above scheme is intended for tenant-farmers and their 
employ^ees, but it could readily be adapted to suit the case of proprietor- 
farmers and their employees. '• 

" (3) It will be understood that in practice the agreeinent outlined 
above will require amplification so that there may be no misunderstanding; 
on any of the points raised. 

" (4) No attempt has been made to discuss the relative advantages 
of co-partnership and profit-sharing. " 

The explanatory notes given by Mr.Wyllie in his article in the Journal 
of the Ministry of Agriculture of June 1920 are as follows : 

" I. The Balance Sheet. — The foundation of any profit and loss 
sharing scheme is a properly constructed balance sheet showing, inter alia^ 
the actual amount of capital invested in the farm. Since capital is one of 
the factors to be remunerated, the amount must be accurately determined^ 
In particular, the valuation of stocks in hand must be neither too high nor 
too low, while the amount included for each at the bank should not be more 
than is necessary to carry on the farm as a business proposition. Except 
in special circumstances (which, it may be said, will quite frequently 
arise), the valuation should be made either according to standfird or fixed 
values, as in the case of sheep stocks, dairy herds and working horses, or 
on the basis of estimated cost of production or market value, whichever 
is the lower. It is highly desirable, and will make for confidence amongst 
the employees, tha:t the valuation should be made by a disinterested party,, 
and that the balance sheet should be properly certified. 

"2. Rate of Interest on Capital. — At the outset an agreement should 
be arrived at between the employer and the employees as to the rate of 
interest which is to be allowed on the invested capital. Under present 
conditions it is suggested that the rate should not be less than 5 nor more 
than 7 per cent, per annum. These limits are putforvi/ard for the principal 
reason that employees are not likely to agree to more than 7 per cent 
while the employer is not likely to accept less than 5 per cent, per annum' 
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and it is more important to have agreement than to attempt to justify a 
certain rate by reference to the riskiness of farming as a business, or by 
pointing to prospectuses offering 8, 9 and 10 per cent, on what are called. 
Preference Shares. 

" 3. Accounts. — For the purposes of profit and loss sharing, nothing 
but a simple system of accounting is required, but a complete record should, 
always be kept of the wages paid to each hired worker. Particulars should 
also be kept of all ordinary manual work done by the fanner or by mem- 
bers of his household, and it is desirable that a weekly or monthly record 
should be kept of farm produce consumed in the farm house. 

" 4. Employees' Wages. — The main object in this connection is to 
ascertain the total earnings of all the hired workers, including cash wages^ 
payments in cash for overtime, harvest, lambing, etc., and perquisites 
or allowances in kind — cottage and garden, board and lodging, potatoes, 
milk, oatmeal, etc. Perquisites should generally be valued on the basis 
laid down by the Central Wages Board, but there is, of course, no reason 
why the employer and employees should not agree upon another scale. 
The scale adopted here should also be used in valuing farm produce consum- 
ed in the farm house. Profit and loss sharing would be simplified if all 
wages were paid in cash. It will be clear that the inclusion of perquisites 
at this point is necessary, not to enable the profit to be accurately determin- 
ed (for this is not affected), but to enable the profit to be equitably dis- 
tributed. 

" 5. Employer's Wage's. — This term is used to cover the value of 
ordinary manual work done by the farmer or by members of his household, 
as well as for his services as manager of the business. Manual work 
should be charged at current rates for hired labour of the same class, while 
the charge for management should be based upon salaries actually paid 
to farm managers in the district. The main desideratum here, again, 
is that there should be agreement as to the rates and total amount to be 
charged for employer's wages and, in any case, employer's and employees' 
wages should rise or fall togethei. 

" 6. Farm Credits. — The farm must be credited with the estimated 
annual value of the farm dwelling-house _as well as with all farm produce 
used in it. 

"7. Profit or Loss. — The profit to be distributed (or the loss shown) 
will appear after making the adjustments above indicated, that is, after 
charging the farm with (a) Interest on Capital, {b) Employees' Wages, and 
(c) Employer's Wages — the rest of the accounting being on the usual 

lines. . 

" 8. Example. — The following example may now be given to show 
how the Scheme would work in practice. On a certain farm accurate accounts- 
have been kept since 1905, and the summarized results for the last twa 
years were as follows (i) : — 

(i) All figures given to the nearest £i. 
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Year ending Michaelmas 'fl 'fl' 

£ £ 

Receipts during year 4,064 3,752 

Capital at end of year 4,765 4,775 

£ 8,829 £ 8,527 

Capital at beginning of year 3,947 4,765 

Payments during year. . . 3,992 3,342 

Balance 890 420 

£ 8,829 £ 8,527 

Cash wages paid £ 619 £ 874 

" For profit and loss sharing purposes the following adjustments would 
be necessarj'- : — 

1917-18 1918-19 

£ r 

(i) Cash wages paid 619 874 

Add Rent of two cottages (only perquisites) 10 10 

Total Employees' Wages £ 629 £ 884 

To bg divided into : 

Wages paid to " ineligible " workers . . • 40 64 

Wages paid to " eligible " workers .... 589 820 

£ 629 £ 884 

(2) It was agreed to allow the farmer £300 per annum for management, while the work 

of two sons was valued at £125 in 1917-18 and £160 in 1918-19, hence total employer's 
wages was £425 and £460 in 1917-18 and 1918-19 respectively. 

1917-18 1918-19 

(3) Balance as shown above £ ggo £ 

Deduct: Interest on Capital at 5 per cent. 197 238 

Employer's wages " . . . 425 460 

622 698 

268 (_) 278 

Add: Rent of farm house 20 20 ^ ' ' 



Farm produce used in house .... 80 



no 
100 130 



Deduct: 10 per cent to Reserve Fund ... ,7 w 4 

Actual Amount for Distribution . . S, ^xi 
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h) Proportion allocated to Employer, viz. : £ 

425 . 

or 331 = Toci 

629 + 425 ^^ ^33 

Proportion allocated to ineligible Employees 

(to be added to Reserve Fund) viz. : — 

; of 331 = I, 

629 + 425 3 

Proportion allocated to eligible Employees, 
viz. : — 

589 



629 + 425 



of 331 = 185 



£ 331 



" The net result, therefore, in 1917-18 is that £50 (£37 + £13) is placed 
to reserve, while the employer gets £133 and the employees £185, both sums 
being paid in cash. 

" This latter sum has now to be distributed over the eligible workers 
according to the total earnings of each as shown by the wages record. In 
this case theire were 11 workers regularly employed, so that the average 
share per worker is about £17, or 6s. 6d. per week. 

" So far as the year 1917-18 is concerned there has "been no difficulty, 
for the principal reason that there has been a surplus profit to be shared. 
What about 1918-19, however? Here there is a deficit, for profit-sharing 
purposes, of £148. 

" As a pure matter of logic, it might be urged that this loss should 
be shared on essentially the same lines as the profit, i. e. between the em- 
ployers and employees. On the other hand, any such proposal would 
effectively ruin the scheme in the eyes of the workers, and in any case it 
must be recognized that wages cannot be expected to fluctuate in the same 
way as profits. 

" In such circumstances as the above it is proposed to carry forward 
the deficit to the year 1919-20 and make it a first charge on the surplus 
shown for that year, or the reserve fund maybe drawn upon to cancel 
whole or part of the deficit. 

" 9. Th& Reserve Fund. — It is clear that the most critical time in 
the life of a profit and loss sharing scheme is the period which elapses 
before the reserve fund has reaphed an amount large enough to meet the 
contingency which has here arisen. Various methods of meeting this 
difficulty have been suggested, such as the creation of a reserve fund by 
the employer at the commencement of the scheme. On a broad view of 
the case, however, it is obvious that unless such a scheme can be complete- 
ly self-supporting over a period of years it cannot possibly survive for 
very long. In other words, the scheme ought to resolve itseh into a pro- 
;^i-sharing scheme, lyosses there may be in occasional years or even in 
successive years, but unless the profits exceed the losses by an appreciable 
amount over a period of years nothing can save the scheme from speedy 
extinction. 
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" It may be usefid, therefore, to take the results from the farm m 
question and show how a profit-sharing scheme would have worked out 
had it been in operation since 1905. These result are summarized m 
Table I (page 23). 

" 10. The Scheme for 14 Years. — It is evident that had the scheme 
started in 1914 the reserve fund in 1918 would have been large enough 
to tide over the year 1918-19. In the table, the deficit of £148, together 
with sufiicient to pay a 5 per cent. ' dividend ' on wages, viz. £64, has 
been drawn from the reserve fund, which at Michaehnas, 1919, stands at 
£334. Had the reserve fund been larger it would have been possible to 
pay up to 10 per cent, on wages, but in view of the previous experience it 
would appear to be unwise to make too severe a call upon the reserve fund. 
" In considering this table attention may be directed to the following 
points : 

" (a) A profit and loss sharing scheme was not actually in operation 
on the farm. 

" (&) The Balances shown and the cash wages paid are as given in 
the accounts, but the adjustments which have been made are not neces- 
sarily those which would have been agreed upon between employers and 
employed. This latter fact, however, does not detract from the value of 
the table as an illustration of the principle of profit and loss sharing. 

" (c) It is clear that had the scheme started in 1909-10, it would 
almost certainly haye failed, simply because there were no profits to share 
for a period of 4 years in succession. On the other hand a start in 1905-06 
might have enabled the scheme just to survive the lean yeais of 1909-10 
to 191Z-13, for by this time the employees would have felt the benefits 
during 1905-06 to 1908-09. 

" (cl) In any case, it must be emphasized that if the objects of profit 
and loss sharing had been realized, not only would the profits have been 
greater in the good years, but also the losses would have been less in the poor 
years. The table shows that during the 14 years 1905-06 to 1918-19 the 
sum of £2,635 was distributed amongst the employees, while £1,390 was 
allocated to the employer. This is equal to about £188 per annum to 
employees and about £100 per annum to the employer. Assuming an 
average of 10 regular employees, the net result is that each employee 
would receive over £18 per annum, or about 7s. per week on the average. 
"Now, the result of the operation of a profit and loss sharing scheme 
should be to increase the total profits over a period of years — such in- 
crease being due not only to increased effort on the part of the employees 
but also to better organization on the part of the employer and to the 
much greater confidence which it gives him in the direction of more inten- 
sive production in every way. Unfortunately, it is impossible to make any 
useful estimate of what this increase of profit might amount to, but it is 
clear that unless the employer is satisfied that there is an increase he wiU, 
rightly or wrongly, be inclined to think he is giving ' something for nothing. ' 

"(e) The question is commonly raised : In what' way do the employees 
share in the losses ? The table given should make it quite clear that they 
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do share. Assuming that during the years 1909-10 to 1912-13 the employees 
had done their utmost, but that for reasons beyond the control of either 
employer or employees the farm still showed losses, is it not true to say 
that the employees had given ' something for nothing,' i.e., that they had 
shared in the losses ? They had worked harder than they had any need 
to, and for this extra effort they had received nothing. 

" (/) Lastly it must be pointed out that the relatively high profits 
shown during the war years were partly due to the realization of the cap- 
ital in the soil by cross-cropping and so on. Hence had a scheme of profit 
and loss sharing been in operation, the farmer would have been justified 
in placing a certain amount to a special Resen'e Account towards the time 
when the capital had to be put back into the soil." 

Concluding his notes on the scheme,' Mr. Wyllie urges that, before any 
decisions are arrived at, suitable steps should be taken to ascertain the 
\news of the employees, either by meeting them as a body or, preferably 
by meeting a small committee appointed by themselves. 



* 
* * 



Nothing has been said in this article of co-partnership as applied to 
agriculture. Co-partnership is, it is true, an extension of profit-sharing, 
but it involves a further principle — the control by the workers of the 
business. In a strictly co-partiiership undertaking the employer is com- 
pletely eliminated. The workers are their own employers and, as such, 
act through a committee appointed by themselves, whch nominates the 
manager. A few instances of co-partnership farming exist in England but 
we are here concerned only with those undertakings in which the labourers 
share in the profits but do not control the business or have only a very 
limited voice in its management. 
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